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By Representative Rich
REFD: Insurance

First Read: 11-JAN-22
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ENROLLED, An Act,
Relating to insurance; to amend Section 27-15-28.2,

Code of Alabama 1975, relating to the standard nonforfei
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law for individual deferred annuities, to decrease the minimum

inte

H
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t rate to 15 basis points (0.15%); and to exempt
contingent deferred annuities from the standard nonforfeiture
law and to authorize the Commissioner of Insurance to adopt by
rule the nonforfeiture benefits for contingent deferred
annuities; to amend Sections 27-29-1, 27-29-3, 27—29—4, and
27-29-7 of the Code of Alabama 1975, to revise the Alabama
Insurance Holding Company System Regulatory Act and the
regulation of insurance holding company systems by the
Commissioner of Insurance; to provide for a group capital
calculation and a liquidity stress test within the insurance

urther provide for the

Fh

holding company system; TO
confidentiality of information in the possession of the
Commissioner of Insurance and third party consultants
designated by the commissioner relating to insurance holding
company regulation and would include the group capital
calculation and resulting group capital ratio and for the

liquidity stress test and its results and supporting

]

documentation as filed with the commissioner within the
confidentiality provisions; and to amend Section 27-36A-20,

Code of Alzbama 1975, as amended by Act 2021-397, 2021 Regular
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Session, the Standard Valuation Law; which requires the
Cdmmiséioner of Insurance to annually value the reserves ior
outstanding life insurance policies and other contracts of
life insurance companles doing business in this state; and to
revise the small company alternative valuation provisions.
BE IT ENACTED BY THE'LEGISLATURE'OF ALABAMA:

Section 1. Section 27-15-28.2 of the Code of Alabama
1975, is amended to read as follows:

"§27-15-28.2.

"(a) This section shall be known as the standard
nonforfeiture law for individual deferred annuities.

.

"(b) (1) This section shal

[}

not apply to any
reinsurance group annuity purchased under a rectirement plzan or
pilan of deferred compensation established or maintained by an

employer (including a partnership or sole proprieto

a1

ship) or
by an employee organization, or by pboth, other than & plan
providing individual retirement accounts or individual
retirement annuities under Section 408 of the Internal Revenus
Code, as now or hereafter amended, premium deposit fund,
variable annuity, investment annuity, immediate annuicty, any

deferred annuity contract after annuity payments have

commenced Or reversionary annuity, nor tTo any contract which

(=]

shall be delivered outside this state through an agent or

otne
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representative of the company issuing the contract.
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"(2) Subsections {c) through (h) shall not applv to

concingent deferred ‘annuities.

"(3) Notwithstanding subdivision (2), the

commissioner may adopt by rule nonforfeiture benefits for

N

continaent deferred annuities that, in the opinion of the

commissionexy, are eguitable to the volicy holder, appropriace

given the risks insured, and to the extent possible,

consistent with the general intent of this section.

"(c) (i) iIn the case of contracts issued on or after
the operative date of this section as defined in subsection
(1) no contract of annuity, except as stated in subsection
(b), shall be delivered or issued for delivery in this state
unless it contains in substance the following provisions, or
corresponding provisions which in the opinion of the
commissioner are at least as favorable to the contract holder,
upon cessation of payment of considerations under the
contract:

"a. That upon cessation of payment of considerations

under a contract, or upon the written reguest of the contract

m

owner, the company shall grant a paid-up annuity benefit on
plan stipulated in the contract of such value as is specified
in subsections (e}, (f), {(g), (h), and (3).

"b. If a contract provide

n

for & lump sum settlement

pere

at macurity, or at any other time, that upon surrender of tThe

contract at or prior to the commencement ©f any annuity
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payments, the company shall pay in lieu of any paid-up annuity
benefit & cash surrender benefit of such amount as is

specified in subsections (e), (f), (h), and (j). The company
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may reserve the right to d the payment of such cash

surrender benefit for a period not to exceed six months after
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ontract aiter maXing
written request and receiving written approval of the
commissioner. The request shall address the necessity and
equitability to all policyholders of the deferrzl.

"c. A statement of the mortality table, if any, and

interest rates used in calculating any minimum paid-up

'.1

annuity, cash surrender or death benefits that are guaranteac
under the contract, together with sufficient information to
determine the amounts of such benefits.

"d. A statement that any paid-up annuity, cash
surrender or death benefits that may be available under the
contract are not less than the minimum penefits required by
any statute of the state in which the contract is delivered
and an explanation of the manner in which such benefits are
altered by the existence of any additional amountis credited by
the company to the contract, any indebtedness to the company
on the contract or any prior withdrawals from or partial
surrenders of the contract.

"(2) Notwithstanding the requirements of this

section, any deferred annuity contract may provide that if no
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considerations have been received under a contract for a

th

period of two full years and the portion of the paid-up
annulty benefit at maturity on the plan stipulated in the

Or to such period

a
pe-

contract arising from considerations paid p

<

would be less than dollars ($20) monthly, the company
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may at its option terminate such contract by p in casn
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of the then present value of such portion of t id-u
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=

e D

]

[a}

annuity benefit, calculated on the basis of the mortalicy
table, if ady,'and interest rate specified in the contract for
determining the paid-up annuity benefit, and by such payment
shall be relieved of any further obligation uﬁder such
contract.

"(d) The minimum values as specified in subsections
(e), (£), (g), (n), ahd'(j) of any paid-up annuity, cash
surrender or death benefits available under an annuity
contract shall be based uvpon minimum nonforfeiture amounts as
defined in this subsection.

"(l)a. The minimum nonforfeiture amoun
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at, or prior to, the commencement of any annuity payments

shall be equal to an accumulation up to such time at rates of

pare

nterest as indicated in subdivision (2) of the net
considerations (as hereinafter defined) paid prior to such

time, decreased by the sum of subparagraphs 1, 2, 3, and 4:
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1, Any prior withdrawals from or partial surrenders

of the contract accumulated at rates of interest as indicated

in subdivision (2).

"2. An annual contract charge of fifty dollars
{($50), accumulated at rates of interest as indicated in

subdivision (2).

"3. Any premium tax paid by the company ifior the
contract, accumulated at rates of interest as indicated in
subdivision (2).

"4, The amount of any indebtedness to the company on

the contract, including interest due and accrued.

"b. The net consideration for a given contract year
used to define the minimum nonforfeiture amount shall be an
amount equal to eighty-seven and one-half percent (87.5%) of

the gross considerations credited to the contract during that
contract year.
"(2) The interest rate used in determining minimum

nteres

(BN

nonforfeiture amounts shall be an annual rate of

ct

determined as the lesser oif three percent per annum and the
following, which shall be specified in the codntract if the
interest rate will be reset:

"a. The five-year constant maturity treasury rate

reported by the Federal Reserve as of a date, or average over

a period, rounded to the nearest 1/20th of one percent,

2

specified in the contract no longer than 15 months prior to
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the contract issue date or redetermination date under
paragraph d.
"b. Reduced by 125 basis points (1.25%).

"c. Where the resulting interest rate 1s not less

than sme—percers 15 basis points (0.15%).

"d. The interest rate shall apply for an initial
period and may be redetermined for additional periods. The
redetermination date, basis and period, if any, shall be
stated in the contract. The basis is the date or average over
a specified period that produces the value of the five-year
constant maturity treasury rate o be used at each
redetermination date.

"{3) During the period or term that a contract
provides substantive participation in an equity indexed
benefit, it may increase the reduction described in paragraph
b. of subdivision (2) by up to an additional 100 basis points

m

lect the value of the equity index benefit. The present

)

O re

cr

value at the contract issue date, and at each redetermination

h

dete thereafter, of the additional reduction shall not exceed
the market value of the benefit. The commissioner may require

dditional

)

e demonstration that the present valilue of the

=

reduction does not exceed the market value of

i1t.
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Lacking such a demonstration that is acceptable to the
commissioner, the commissioner may disallow or limit the

additional reduction.
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"(4) The commissioner may adopt rules to implement
subdivision (3) and to provide for further adjustments to the
calculation of ﬁinimum nonforfeiture amounts for contracts
that provide substantive participation in an equity index
benefit and for other contracts that the commissioner
determines adjustments are justified.

"{e) Any paid-up annuity benefit available under a
contract shall be sdch that its present value on the date
annuity payments are to commence is at least ecual to the
minimum-nonfdrfeiture amount éﬁ that date. Such present value

shall be computed using the mortality table, if any, and the

[

interest rate specified in the contract for determining th

ct

minimum paid-up annuity benefits guaranteed in the contract.
"(f) For contracts which provide cash surrender
benefits, such cash surrender benefits available prior to
maturity shall not be less than the present value as of the
date of surrender of that portion of the maturity value of the
paid-up annuity benefit which would be provided under the
contract at maturity arising from considerations paid prior to
the time of cash surrender reduced by the amount appropriate

.

ect any prior withdrawals from or partial surrender of

=t
ft

to re
the contract, such present value being calculated on the basis
of an interest rate not more than one percent (1%) higher than

fied 1

(=0

o}
ot

the interest rate spec the contract for accumulating

the net considerations to determine such maturity value,
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decreased by the amount of any indebtedness to the company on
the contract, including interest due and accrued, and
increased by ény existing additional amounts credited by the
company to the contract. In no event shall‘any cash surrender
benefit be less than the minimum nonforfeiture amount at that
time. The death benefit under such contracts shall be at least
equal to the cash surrender benefit.

"(g) For contracts which do not provide cash
surrender benefits, the present value of any paid-up annuity
benefit available as a nonforfeiture option at any time prior

value of that

ct

to maturity shall not be less than the presen
portion of the maturity value of the paid-up annuity benefit
provided under the contract arising from considerations paid

prior to the time the contract is surrendered in exchange for,

fa?

e

th
=

or changed to, a de red paid-up annuity, such present value

]

being calculated for the period prior to the maturity date on

t3

the basis of the interest rate specified in the contract for
accumulating the net considerations to determine such maturity

value, and increased by any existing additiona

amounts
credited by the company to the contract. For contracts which
do not provide any .death benefits prior to the commencement of
any annuity payments, such present values shall be calculated
on.the basis of. such interest rate and mortality table
specified in the contract for determining the maturity value

of the paid-up annuity benefit. However, in no event sheall the
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present value of the paid-up annﬁity benefit be less than the
minimum nonforfeiture amount at that time.

"(h) For the purpose of determining the benefits
calculated under subsections (f) and (g) in the case of

annuity contracts under which an election may be made to have

0]
(0]
ot
g
®

annulity payments commence at opiional maturity dat
maturity date shalil be deemed to be the latest deate for which
election shall be permitted by the contract, but shall not be
deemed to be later than the anniversary of the contract next

following the annuitant's seventieth birthday or the tenth

te

anniversary of the contract, whichever is later.

"(i) Any contract which does not provide cash
surrender benefits or does not provide death benefits at least
equal to the minimum nonforfeiture amount prior to the
commencement of any annuity payments shall incliude a statement
in a prominent place in the contract that such benefits are
not provided.

"(j) Any paid-up annuity, cash surrender or deat
benefits available at any time, other than on the contract
anniversary under any contract with fixed scheduled
considerations, shall be calculated with allowance for the
lapse of time and the payment of any scheduied considerations

which cessation
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beyond the beginning of t

of payment o0f considerations under the contract occurs.
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" (k) FOr-ahy-cont:act which provides, within the
saﬁe contract'bj ridef'or subplemental contract provisions,
both annuity benefité'and.life insurance benefits that are in
exéess of the greater cash surrender benefits or & return of
the gross considerations with interest, the ﬁinimum
Aonforfeiture benefits shall be equal to the sum of the

minimum nonforfeiture benefits for the annuity portion and the

o}
[t

n

minimum nonforfeiture benefits, if any, for the life insurance

ct

portion computed as if each por:ion were a separate contrac
thwithétanding the provisions'of subsections (e), (£}, (g},
(i), and (3) addiﬁiénalnbenefits péyable (1) in the event of
total and permanent disability, (2) as reversionary annuity or
deferred reversionary‘annuity benefits or, (3) as other policy

ional to life insurance, endowment and annuicty

ctr

fits addi

.

bene
Benefits,'and consideratioés for all such additional benefits
shall be disfegarded in ascertaining the minimum nonforfeiture
amounts, paid-up annuity, cash surrender and death benefits
that may be required by this section. The inclusion of such
additional benefits, unless such additional benefits
separately would require minimum nonforfeiture amounts,
paid-up annuity, cash surrender, and death benefits.

"(l) After June 30, 2004, any company may elect to

fate

apply the provisions of this section to apnuity contracts on a

I

orm basi
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contract form-by-contract before July 1, 200%. In

other instances, this section shall become operative with
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respect to annuity contracts issued by the company after June
30, 2006.

"(m) The commissioner may adopt rules to implement
the provisions of this section.”

Section 2. Sections 27-29-1, 27-29-3, 27-29-4, and
27-29-7 of the Code of Alabama 1975, are amended to read as
folliows:

"§27-29-1.

"For puiposes of this chapter, unless otherwise
stated, the following terms shall have the meanings
respectively ascribed to them by this section:

"(1) AFFILIATE. The term shall include an effiliate
of, or person affiliated with, a specific person, and shall
mezn a person that directly, or indirectly through one or more
intermediaries, controls, or is controlled by, or is under
common control with, the person specified.

"(2) COMMISSIONER. The Commissioner of Insurance,
his or her deputies, or the Insurance Department as
appropriate.

"(3) CONTROL. The term shall include controlling,
controlled by, or'gnder common control with and shall mean the
possession, direct or indirect, of the power to direct or
cause the direction of the management and policies of a
pers&n, whether through the ownership of voting securities, by

contract other than a commercial contract for goods or

- Page 12
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nonmanagement services, or otherwise, unless the power is the

"

result of an official position with or corporate office held
by the person. Control shall be presumed to exist if any
person, directly or indirectly, owns, controls, holds with the

power to vote, or holds proxies representing five percent or

3

b

T

Juie

k=t

wore o
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the voting secur es of any other person. This

presumption may be rebutted by a showing made in the manner

provided by subsection (k) of Section 27-29-4 tha

-

contro

ot

does not exist in fact. The commissioner may determine, after

furnishing all persons in interest notice and opportunity to

0]

e

act TO support such

h

be heard and making a specific finding of
determination, that control exists in fact, notwithstanding
the absence of a presumption to that efifect.

" (4) ENTERPRISE RISK. Any activity, circumstance,

(M)

event, or series of events involving one or more affiliates o
an insurer that, if not remedied promptly, is likely to have a

material adverse effect upon the financial condition or

=

liguidity of the insurer or its insurance holding company
system as a whole, including, but not limited to, anyithing
that would cause the insurer's risk-based capital to fall into
company action level as set forth in Section 27-2B-4 or would
cause the insurer to be in hazardous financial condition.

"(5) GROUP;WIDE SUPERVISOR. The requlatory officizl
authorized to engage in conducting and coordinating group-widce

supervision activities who is determined or acknowledged by
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the commissioner under this chapter to have sufficient
significant contacts with the internationally active insurance

group.
"(6) GROUP CAPITAL CALCULATION iNSTRUCTIONS. The

group capital calculation instructions as adcpted and amended

by the NAIC, from time to time, in zccordance with the

O

procedures adooted by the NAIC.

"+&6+ (7) INSURANCE HOLDING COMPANY SYSTEM. A system
which consists of two or more affiliated persons, one oOr more

which is an insurer.

rty

o]

"4+3+ (8) INSURER. An insurance company as set forch

[

in Seétion 27-1-2, including, without limitation, any
fraternal benefit society, health care service plan, and
health maintenance organization, éxcept that it shall not.
include agencies, authorities, or instrumentalities of the
United States, its possessions and territories, the

Commonwealith of Puerto Rico, the District of Columbia, or a

"$83 (9) INTERNATIONALLY ACTIVE INSURANCE GROUP. An

incudes an insurer

t
oy
j$3)
ct

insurance holding company system

meets all of the

gl
|+
ct

registered under Section 27-2%-4
following criteria:
"a. Premiums are written in at least three

countries.

N8
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"b. The percentage of gross premiums written outside
the United States is at least 10 percent oi the insurance ’
holding company system's total gross written premiums.

"c. Based on a three-year rolling average, the totz

fomt

assets of the insurance holding company system are at least
fifty billion dollars (SS0,000,000,000) or the total gross
written premiums of the insurance holding company system are
at least ten billion dollars ($10,000,000,000).

" (10) NATIONAL ASSOCIATION OF INSURANCE

COMMISSIONERS OR NAIC. The National Association of Insurance

Commissioners.

"(11) NATIC LIQUIDITY STRESS TEST FRAMEWORK. A

separate NAIC publiication which includes a history of the

NAIC's development of regqulatory liguidity stress testing, the

scope criteria applicable for a specific data year, and the

ligquidity stress test instructions and revoriing templates for

a svecific data vear, the scope criteria, instructions, and

)

reporting template as adopted and amended by the NAIC, from

time to time, in accordance with the procedures adopted by the

NAIC.

"5+ (i2) PERSON. An individual, a corporation,

o)

a1}

limited liability company, a partinership, an association,
joint-stock company, & trust, an unincorporated organlization,
or any similar entity or any combination of the foregoing

acting in concert, but shall not include any joint venture
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partnership exclusively engaged in owning, managing, leasing,
or developing real or tangible personal property.

"(13) SCOPE CRITERIA. As detailed in the NAIC

Liquidity Stress Test Framework, the designated exposure bases

along with minimum magnitudes thereof for the specified data

year, used to establish & preliminary list of insurers

considered scoped into the NAIC Liguidity Stress Test

Framework for that data vear.

"$x5+ {(14) SECURITYHOLDER. One who Owns any security
of such person, including common stock, preferred stock, debt
obligations, and other security convertible into, or
evidencing, the right to acquire any of the foregoing.

"{==7 {15) SUBSIDIARY. An affiliate controlled by

such person, directly or indirectly, through one or more
intermediaries.

"7+ (i6) VOTING SECURITY. The term shall include

any security convertible into, or evidencing, a right to
acguire a voting security.
"§27-29-3.

"(a) (1) No person other than the issuer shall make a

t-h

or tenders of, or

h

tender offer for or a request or invitation
enter into any agreement to exchange securities for, seek to
acquire, or acquire in the open market any voting security of

a domestic insurer if, after the consummation thereof, such

person would, directly or indirectly, or by conversion or by
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exercise of any right to acquire, be in control of such

er, and no person shall enter into an agreement to merge

s

insu

with or otherwise tc acgquire control of a domestic insurer, or

any person controlling a domestic insurer unless, at the time
any such ofifer, request, or invitation is made or any such

agreement is entered into, or prior to the acquisition of such

securities if no offer or agreement is involved such person

has filed with the commissioner and has sent to such insurér a
statement containing the information réquired by this section

and such offer, request, on, agreément, or acquisition

Jots

nvigat

pe

*

has been approved by the commissioner in the manner prescribed
in this section.
"(2) For purposes of this section, any controlling

.

erson ¢f a domestic insurer seeking to divest its controlling

o

erest in the domestic insurer, in any manner, Sshall file

o
~

[

with the cémmiésionér, with a copy to the insurer,
confidential notice of its proposed divestiture at least 30
deys prior to the cessation of contrecl. The commissioner shzall
determine those instances in wﬁich the party or parties
seeking to divest or to acquire a controlling interest in an
insurer, will be required to file for and obtain'approval of
the transaction. The information shall remain confidential
until the conclusion of the transaction unless the
commissioner, in his or her discretion, determines that

confidential treatment will interfere with enforcement of this
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section. If the statement reﬁerred to in subdivision (1) 1is
otherwise filed, this subdivision shall not apply.

"(3) With respect to a cransaccion subject to this
section, the acquiring person must also file a pre-acquisition

ain th

-t

notification with the commissioner, which shall con

()

-

information set forth in subdivision (1) of subsection (c) of
Section 27-29-3.1. A failure to file the notification may be
subject to penalty specifiied in subdivision of (3) of
subsection (e) of Sectidn 27-29-3.1.

"(4) For purposes of this section:

"a. A domestic insurer includes any person
controlling a domestic insurer unless the person, as
determined by the commissioner, is either directly or through
its affiliates primarily engaged in business other than the
business of insurance.

"b. Person does not include any securities broker
hoiding, in the usual and customary broker's function, less
than 20 percent of the voting securities of an insurance
company or of any person which controls an insurance companv.

'

"{b) (1} The statement to be filed with the

»

commissioner under this sectior

shall be made under oath or

affirmation and shall contain all of the following

information:

"a. The name and address of each person by whom, or

on whose behalf, the merger or other acquisition of control

Page* 18
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referred to in subsection (a) is to be effected (hereinafter
called "acquiring party"), and either of the following:

"l. If the person is an individual, his or her
principal occupation and all offices and positions held during
the past five vyears, and any conviction of crimes other than

minor traffic violations during the past 10 years.

"2. If the person is not an individual, a report of

bt

<
(]

the nature of its business operations during the past fi
years or for the lesser period as such person and any
predecessors thereof shall have been in existence; an
informative description of the business intended to be done by
the person and the person's subsidiaries; and a list of all
individuals who are, or who have been selected to become,
directors or executive officers of the pverson or who perform,
or will perform, functions appropriate to the positions. The
list shall include for each individual the information
reguired by subparagraph 1.

"b. The source, nature, and amount of the

consideration used, or to be used, in effecting the merger or

(S0

other acquisition of conirol, & descriovtion of any transaction
wherein funds were, or are to be, obtained for any such
purpose, including any pledge of the insurer's stock, or the
stock of any of its subsidiaries or controlling affiliates,

and the identity of persons furnishing such consideration;

provided, however, that where a source of such consideration
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is a loan made in the lender's ordinary course of business,

j—
bty o
]

dentity of the lender shall remain confidential if the

}eae

the
person filing such statement SO requests.

"c. Fully audited financial information as to the
earnings and financial condition of each acquiring parcty for
the preceding five fiscal years of each such acquiring party,
or for such leéser period és such acquiring party and an
predecéssors theredf shall have beeﬁ'in existénce,}and similar
unaudited information as of a date not earlier than 90 days
prior £6 the filing of the statement.

"d. Any plans or proposals which each acguiring
party may have to liquidate such insurer, to sell its assets,
or TO merge or consolidate it with any person or to make any
other material change in its business or coiporate structure
or management.

"e. The number of shares of any security referred to
in subsection (a) which each acguiring party proposes Lo
acquire, the terms of the offer, request, invitation,
agreement, or acquisition referred to in subsection (a), and a
statement as to the method by which the fairness of the
proposal was arrived at.

"f. The amount of each class of any security
referred to in subsection {(a) which is beneficially owned or
concerning which there is a right to acguire beneficial

ownership by each acquiring partcy.
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"g. A full description of any contracts,
arrangements, or understandings with respect to any security

y 1is

rt

ar

referred to in subsection (a) in which any acguiring

o]

t*h

3}
2

th

involived, including, but not limited to, transfer o o)
the securities, joint ventures, loan or option arrangements,

uts or calls, guarantees of loans, guarantees against loss or

ol

guarantees of profits, division of losses or profits, or the

ot

1 shal

giving or withholding of proxies. Such descriptio
identify the persons with whom such contracts, arrangements,
or understandings have been entered.

"h. A description of the purchase of any security
referred to in subsection (a) during the 12 calendar months
preceding the filing of the statement by any acquiring party,

=

including the dates of purchase, names of the purchasers, and
consideration paid, or &greed. to be paid, therefor.

"i. A description of any recommendations to purchase
any security referred to in subsection (a) made during the 12
calendar months preceding the filing of the statement by any

acquiring party or by anyone based upon interviews or &t the

suggestion of such acquiring party.

4
-t

"j. Copies of all tender offers for, reguests or

invitations for tenders of, exchange offers for and agreements
to acquire or exchange any securities referred to in

subsection (a) and, if distributed, of additional soliciting

material relating thereto.
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"k. The terms of any agreement, contract, Or
y ag

understanding made with or proposed to be made with any

rh

ation of securities referred to in

cr

ici

[

broker-dealer &as to so

0O

subsection (a) for tender and the amount of any fees,
commissions, or other compensation to be paid to

broker-dealers with regard thereto.

pant

"l. An agreement by the person required to file the

.

statement referred to in subsection {(a) that it will ovide

T
I

the annual report, specified in subdivision (1) of subsection

(1) of Section 27-29-4, for so long as control exists.

"m. An acknowledgement by the person required to

file the statement referred to in subsection {(a) that the
person and all subsidiaries within its control in the
insurance holding company system will provide information to

the commissioner upon request as necessary to evaluate
enterprise risk to the insurer.

"n. Such additional information as the commissioner
may, by rule or regulation, prescribe as necessary or
appropriate for the protection of policyholders of the insurer
or in the public interest.

"(2) If the person required to file the statement
referred to in subsection (a) is a partnership, limited
bartnership, syndicate, or other group, the commissioner may
require that the information called for by paragraphs a.

through n. of subdivision {1) shall be given with respect to
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ed partnership, each
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ct

each partner of such partnership or limi

member of Such syndicate or group, and each parson who

controls such partner or member. If any such partner, member,

.
fot

he person reguired to e the

ot)

or person is a corporation or
statement referred to in subsection (a) is a corporation, the

commissioner may require that the information called for by

}=i

paragraphs a. through n. of subdivision (1) shell be given

wit"respect to such cbrpbration, each officer and director of
sﬁcﬁ corpozatioﬁ, and each person who is, directly or
indirectly;-the beneficial owner of more than 10 percent oOf
the outstaﬁding voting securities of such corporation. If any
matérial change occurs in the facts set forth in the statement
fiied‘with the commissioner‘and sent to such insurer pursuant
to this section, an amendment setting forth such change,
together with copies of all documents and other materials
relevant to such change, shall be filed with-the commissioner
and sent to such insurer within two business days after the
perscn learns of such change.

"(c) If any offer, request, invitatior, agreement,
or acquisition referred to in subsection (a) is proposed to be
made by means of a registration statement under the Securities
Act of 1933, or in circumstances requiring the disclosure of
similar information under the Securities Exchange Act of 193¢,
or under a state law requiring similar registration or

disclosure, the person required to file the stzatement referred

g
1]
Q
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N
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to in subsection (a) may utilize such documents in furnishing
the information called for by that statement.

"(d) (1) The commissioner shall approve any merger or
other acquisition of control referred to in subsection (a)
unless, after a public hearing thereon, he or she finds any of

he following:

rt

"

a. After the change of contrel, the domestic
insurer referred to in subsection (a) would not be able to
satisfy the requirements for the issuance of a license to
write the line, or lines, of insurance for which it is
presently licensed.

"b. The effect of the merger or other acquisition of
control would be substantially to lessen competition in
insurance in this state or to create a monopoly therein. In
applying the competitive standard in this paragraph:

"1, The informational requirements of subdivision
(1) of subsection (c) of Section 27-29-3.1 and the standards
of subdivision (2) of subsection (d) of Section 27-29-3.1
shall apply.

"2. The merger or other acquisition shall not be
disapproved if the commissioner finds that any of the
situations meeting the criteria provided by subdivision (3) of

subsection (d) of Section 27-29-3.1 exist.
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"3. The commissioner may condition the approval of

the merger or other acguisition on the removal of the basis of

“h

disapproval within a specified period of time.

"c. The financial condition of any acquiring

=

arcy

[

el

is such as might jeopardize the financial stability of th

0]

insurer or prejudice the interest of its policyholders.

"d. The plans or proposals which the acquiring party
has to liguidate the insurer, to sell its assets, or to
consolidate or merge it with any person or to make any other
material change in its business or corporate structure or
management are unfair and unreasonable to policyholders of the

insurer and not in the public interest.

'J

"e. The competence, experience, and integrity of

th

those persons who would control the operation of the insurer

are such that it would not be in the interest of policyholders
of the insurer and of the public to permit the merger or other
acquisition of control.

"f. The acquisition is likely to be hazardous or
prejudicial to the insurance-buying public.

"(2) The public hearing referred to in subdivision

{i) shall be held within 30 days efter the statement reqguired

c

by subsection (a) is filed, and at least 20 days' notice

thereof shall be given by the commissioner to the person

rt

I‘h

iling the statemen Not less than seven days' notice of such

public hearing shall be given by the person filing the
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statement to the insurer and to such other persons as may be
designated by the commissioner. The commissioner shall make =z

détermination within the 60-day period preceding the effective

Q.

ct

ate of the proposed transaction. At such hearing, the person
filing the statement, the insurer, any oerson to whom notice
of hearing was sent, and any other person whose interest may

be affected thereby shall have the right to present evidence,

ct

examine and cross-examine witnesses and offer oral and written
arguments and, in connection thérewith, shall be entitled to

conduct discovery proceedings in the same manner as is

presently allowed in the circuit courts of this state. All

uded not later than three

9]
[
jon

discovery proceedings shall be con

th

days prior to the commencement of the public hearing.

"(3) If the proposed acquisition of control will

[

reguire the approval of more than one commissioner, the public

L N o . .
eferred to in supdivision (2) may be held on a

I

hearing

consolidated basis upon request of the person filing the

statement referred to in subsection (a). The person shall file

’

erred to in subsection (a) with the Nattoma:

the statement ref
;&Dau\..;_d;_;vxx u: :“Dugau\_c Cuunu;bb.;.u;:c‘.‘_b NAIC Within five days

of making the request for a public hearing. A commissioner may

opt out of a consolidated hearing, and shall provide notice to

t
oy
o
O
O
rt
3
O
[ud
rt
s,

the applicant of ¢ ;ithin 10 days of the receipt of

the statement referred to in subsection (a). A hearing

1

conducted on a consolidated basis shall be public and shall be
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held within the United States before the commissioners of the
states in which the insurers are domiciled. The commissioners
shall hear and receive evidence. A commissioner may attend the
hearing in person or by telecommunication.

"(4) In connection with a change of control of a
domestic insurer, any determination by the commissioner that
the person acquiring control of the insurer shall be required
to maintain or restore the capital of the insurer to the level

reguired by the laws and regulations of this state shall be

-

made not later than 60 days after the date of notification of
the change in control submitted vursuant to subdivision (1) of
subsection (a).

"({5) The commissioner may retain any attorneys,
actuaries, accountants, and other experts not otherwise & part
of the commissioner's‘staff as may be reasonably necessary to
assist the commissioner in reviewing the proposed acquisition
of control, the reasonable expenses of which shall be borne by
the acquiring person.

" (e) The provisions of this section shall not apply
"(l) Any transaction which is subject to the

provisions of Sections 27-27-45 and 27-27-46, dealing with the

merger or consolidation of two or more insurers.
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"(2) Any offer, request, invitation, agreement, or
acquisition which the commissioner by order shall exempt
therefrom as either of the following:

"a. Not having been made or entered into for the
purpose and not having the effect of changing or'influenciné
éﬁe control of a domesiic insurer.

" "b. As otherwise not comprehended within the
purposes of this section.

"(f) The following shall be violations of this

"(1) The failure to file any statement, amendment,
or other material required to be filed pursuant to subsections
(a) or (b). |

"(2) The effectuation, or any attempt to effectuate,
an acquisition of control of, or merger with, a'domesticb

insurer unless the commissioner has given his or her approval

"(g) The courts of this state are hereby vested with
jurisdiction over every person not resident, domiciled, or
authorized to do business in this state who files a statement
with the commissioner under this section and over all actions
involving such person arising out of violations of this
section, and each such person shall be deemed to have
performed acts equivalent to and constituting an appointment

by such a person of the commissioner to be his or her true and
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awful attorney upon whom may be served all lawful process in
any action or proceeding arising out of violations of this
section. Copies of all such lawful process shall be served on
the commissioner and transmitted by registered or certified
mail by the commissioner to such person at his or her last
known address.

"§27-29-4.

"{a) (1) Every insurer which is authorized to do
business in this state and which is a member of an insurance
holding company system shall register with the commissioner,
except a foreign insurer subject to registration reguirements
and standards adopted by statute or regulation in the

mila

fare
r

jurisdiction of its domicile which are substantially s

lowin

o]

to those contained in this section and both of the fo

Q

"a. Subdivision (1) of subsection (a) of Seciion
27-29-5, and subsections (b) and (d) of Section 27—29—5.

"b. Either subdivision (2) of subsection (&) of
Section 27-29-5 or a provision such as the following: Each
registered insurer shall keep current the information required
to be disclosed in its registration statement by reporting all
material changes or additions within 15 days. after the end of
the month in which it learns of each change or addition.

"(2) Any insurer which is ;ubject to registration

under this section shall register within 15 days after it

“t

becomes subject to registration, and annually thereaiter by

3

Page 29



10
11
12

19
20
21
22

23

n
w
~J
[¢9)

June 1 of each year for the previous calendar year, unless inh
commissioner for good cause shown extends the time for
registration and, then, within such extended time. The
commissioner may require any authorized insurer which is a
member of an insurance holding company system which is not
subject to registration under this section to furnish a copy
of the registration statement, the summary specified in
subsection (c), or other information filed by such insurance
company with the insurance regulatory authority of domiciliary

jurisdiction.

[

"{b) Every insurer subject to registration shal
file a.registration statement on a form prescribed by the
commissioner by rule which shall contain the following current
information:

"(1) The capital structure, general financial
condition, ownership, and management of the insurer and any
person controlling the insurer.

"(2) The identity of every member of the insurance
holding company system.

"(3) The following agreements in force, and
transactions currently outstanding or which have occurred

Ts

[N

during the last calendar year between such insurer and

affiliates:
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"a. Loans, other invesiments or purchases, sales or

By

exchanges of securities of the a

tt

fi;iates by the insurer or oé
the insurer by its affiliates.

"b. Purchases, sales, or exchanges of assets.

"c. Transactions not in the ordinary course of
business.

"d. Guarantees or undertakings for the benefit of an
affiliate which fesult in an actual:contingent expoéure of the
insurer's assets to liability, other than insurance contracts
entered into in the ordinary course of the insurer's business.

"e. All manaéement agreements and sefviéé céntracts
and all cost-sharing arrangemeﬁts:

"f. Reinsurance agreements.

"g. Dividends and other distributions to
shareholders.

"h. Consolidated tax allocation agreements.

"(4) Any pledge of the insurer's stock, including
stock of any subsidiary or controlling affiliate, for a loan
made to any member of the insurance holding company system.

"(5) If requested by the commissioner, financial
statements of or within an insurance holding company system,
including all affiliates. Financial statements may include,
but are not limited to, annual audited financial statements

iled with the U.S. Securities and Exchange Commission

h

pursuant to the Securities Act of 1833, as amended, or the
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Securities Exchange Act of 1934, as amended. An insurer
required to file financial statements pursuant to this

subdivision may satisfy the request by providing the

h

fuiv

commissioner with the most recently led parent corporation

with the Securities

[}

o2

financial statements that have been file
Exchange Commission. Financial statements of insurer's
affiliates required to be filed with the commissioner may be

filed by the insurer in the accounting standard utilized by

(3}

the affiliate in its usual course of business at the time o
the filing.

"(6) Other matiters concerning transacitions between
registered insurers and any aiffiliates as may be included,
from time to time, in any registration forms adopted or

approved by the commissioner.

rh

's board o

o

"{7) Statements that the insure
directors or an appropriate committee of the board oversees
corporate governance and internal controls and that the
insurer's officers or senior management have approved,
implemented, and continue to maintain and monitor corporate
governance and internal control procedures.

"(8) Any other information required by the
commissioner by rule.

"(c) All registration statements shall contain a

summary outlining all items in the current registration

.
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statement representing changes from the prior registration
statement.

"{d) No information need be disclosed on the

[
te

registration statement filed pursuant to subsection (b)
such information is not material for the purposes of this
section. Unless the commissioner by rule, regulation, or order
provides otherwise, sales, purchases, exchanges, loans, or
extensions of credit or investments involving one-half of one
percent or less of an insurer's admitted assets as of December
31, next preceding, shall not be deemed material for purposes

.

of this section. The definition of materiality provided in

this subsection shall not apply for purposes of the Group

-

Capital Calculation or the Liguidity Stress Test Framework.

"(e) Subject to subsection (b) of Seccion 27-29-5,

f=i

each registered insurer shall so report all dividends and
other distributions to shareholders within 15 business days
following the declaration thereof.

"(f) Any person within an insurance holding company
system subject to registration shall be required to provide
complete and accurate information to an insurer, where the
information is reasonably necessary to enable the insurer to
comply with the provisions of this chapter.

"(g) The commissioner shall terminate the
registration of any insurer which demonstrated that it no

longer is a member of an insurance holding company system.
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"(h) The commissioner may require or allow two or
more affiliated insurers subject to registration under this
section to file a consolidated registration statement.

"(i) The commissioner may allow an insurer which is
authorized to do business in this state and which is part of
an insurance holding company system to register on behalf of
any aifiliated insurer which is required to register under

to file &ll information and material

Q.

subsection (z) an

[o7]

required to be filed under this section.

-

he provisions of this section shall not apply

lf(j)

-1y

to any insurer, information, or transaction if, and to the
extent that, the commissioner by rule, regulation, or order
shall exempt the same from the provisions of this section.
"(X) Any person may file with the commissioner a
disclaimer of affiliation with any authorized ingurer or a

disclaimer may be filed by the insurer or any member of an

insurance holding company system. The disclaimer shall fully

t=h

t-h

filiation

disclose all material relationships and bases for ai

between the person and the insurer, as well as the basis for

N

}—

disclaiming such affiliation. A disclaimer of affiliation

b

shall be deemed to have been granted unless the commissioner,

t-h

within 30 days following receipt of a complete disclaimer,
notifies the filing party the disclaimer is disallowed. In the
event of disallowance, the disclaiming party may reguest an

administrative hearing, which shall be granted. The
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disclaiming party shall be relieved of its duty to register
under this section if approval of the disclaimer has been

granted by the commissioner, or if the disclaimer is deemed to
have been approved.

"{1) Enterprise Risk Filings.

"{1) Enterprise Risk Report. The ultimatce

controlling person of every insurer subject to registration

b=

shall also file an ann enterprise risk reporit. The report

jon

a

Y

s

rr

shall, to the best of the ul e controlling person's

knowledge and belief, identify the material risks within the

insurance helding company system that could pose enterprise

Sk to the insurer. The report shall be filed with the lead

i

Y

foie

state commissioner of the insurance holding company sysctem &S

determined by the procedures within the Findncial Analysis

Handbook adopted by the HecremerSsscoieticr—<fFrsorance

Cunuxu‘..aa.;vuc". ] NAIC .

"{2) Group Caprital Calculation. Excepti as provided

in this subdivision, the ultimate controlling person of every

N

insurer subiject to registration shall concurrengly file with

the registration an annual group capital calculation as

m
]

directed by the lead state commissioner. The repori shall be

completed in accordance with the NAIC Group Capita

Czlculation Instructions, which may permit the lead state

is not the

rt

commissioner to allow & controlling person tha

ultimate controlling person to file the group capital
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calculation. The report shall be filed with the lead state

commissioner of the insurance holding company sSysiem &S

determined by the commissioner in accordance with the

procedures within the Financial Analysis Handbook adopted by

the NAIC. The following insurance holding company Systems

described are exempt from filing the group capital

calculation:

-
[\}]
wn

"a. An insurance holding company system th

T

93]

t
o g
8
Il

only one insurer within its holding company structure,

only writes business and is only licensed in its domestic

state, and assumes no business from any other insurer.

"b. An insurance holding company system that is

recuired to periform a group capital calculation specified by

the United States Federal Reserve Board:. The lead state

commissioner shall request the calculation from the Federal

Reserve Board under the terms of information sharing

agreements in eifecit. If the Federal Reserve Board cannot

share the calculation with the lead state commissioner, the

insurance holding company system is not exXempt from the group

capital calculation filing.

"c. An insurance holding company svystem whose

non-U.S. group-wide supervisor is located within a Reciprocal

Jurisdiction as described in Section 27-5B-8.1, as added to

the Code of Alabama 1975, bv Act 2021-235, 2021 Regular
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Session, which recognizes the U.S. state regulatory approach

L0 group supervision and group caepital.

"d. An insurance holding company syscem meeting both

£ the following:

"1. That provides information to the lead state that

meerts the requirements for accreditation under the NAIC

financial standards and accreditation program, either directly

or indirecily through the group-wide supervisor, who has

th

o allow the lead

ot

actory

Fh

[

S S&tis

paie

on

=

determined such informat

state to comply with the NAIC group supervision approach, as

detailed in the NAIC Financial Analysis Handbook.

2. Whose non-U.S. group-wide supervisor that is not

in a Reciprocal Jurisdiction recognizes and accepis, as

cr
Al
o=t

specified by the commissioner in regulation, the group capi

calculation as the world-wide group capital assessment ror

U.S. insurance groups who operate in that ijurisdiction.

"e. Notwithstanding the provisions of paragraphs c.

and d., a lead state commissioner shall reguire the group

capital calculation for U.S. operations of anv non-U.S. based

insurance holding companv system when, aiter any necessary

consultation with other supervisors or officials, the lead

stace commissioner deems it appropriate for prudential

oversight and solvency monitoring purposes or for ensuring the

competcitiveness of the insurance markeitplace.
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"f. Notwithstanding the exemptions from filing the

group_capital calculation stated in paragraphs a. through d.,

the lead state commissioner may exempt the ultimate

controlling person from filing the annual group capital

calculation or to accept & limited group capital filing or

report in accordance with criteria as specified by the

commissioner in regulation.

Ity

"g. If the lead state commissioner determines that

an insurance holding company system no longer meets one oOr

more of the reguirements for an exemption from filing the

group capital calculation under this section, the insurance

holding company system shall file the aroup capital

calculation at the next annual filing date, unless given an

extension by the lead state commissioner based on reasonable

grounds shown.

"(3) Liguidity Stress Test.

"a. The ultimate controlling person of every insurer

subject to registration and also scoped into the NAIC

Liguidity Stress Test Framework shall file the results of &

specific vear's ligquidity stress test. The filing shall be

made to the lead state insurance commissioner of the insurance

holding company svstitem as determined by the procedures within

the Financial Analysis Handbook adopted by the NAIC.

"b. The NAIC Liquidity Stress Test Framework

includes scope criteria applicable to & specific data vear.
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These scope criteria are reviewed at least annually by the

its successor. Any change to

®

o]

[

Financial Stability Task Forc

ot

he NAIC Liguidity Stress Test Framework, r to the data vear

for which the scope criteria are to be measured, shall be

“h

effective on Januaryv 1 of the vear following the calendar vear

when such changes are adopted. Insurers meeting at least one

threshold of the scope criteria are considered scoped into the

NAIC TLiguidity Stress Test Framework for the specified data

vear, unliess the lead state insurance commissioner, in

consultation with the NAIC Financial Stability Task Force or

its successor, determines the insurer should not be scoped

job}

into the framework for that data vear. Similarly, insurers

that do not trigger at least one threshold of the scope

criteria are considered scoped out of the NAIC Ligquiditv

Al

Stress Test Framework for the svecified data vear, unless the

lead state insurance commissioner, in consultation with the

NAIC Financial Stability Task Force or its successor,

determines the insurer should be scoped into the framework for

that data year.

"c. Regqulators should avoid having insurers scoped

in and out of the NAIC Liguidity Stress Test FrameworX on a

frequent basis. The lead state insurance commissioner, in

consultation with the Financial Stability Task Force or its

F4

successor, shall assess this concern as part of the

determination for an insurer.
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"d. The performance of, and filing of the results

t

from, a svecific vear's liguiditv stress test shall comply

ons

pei-

with the NAIC Liguidity Stress Test Framework's instruct

and reporting templates for that vear and any lead state

insurance commissioner determinations, in conijunciion with the

nancial Stability Task Force or its successor, provided

1]
-
oo}

Dy

iithin the Framework.

«

b3

[
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"{m) The failure to file a registration statement or

k

n

any summary of the registration statement or enterprise ri

iling required by this section within the time specified for

bt

h

iling shall be a violation of this section.
"§27-29-7.

"(a) (1) All documents, matcterials, or other

b=ty

(=1

ormation, and copies thereof, in the possession or control

Al

»
»

o))

of the department that are obtained by or disclosed to the

commissioner or any other person in the course of an
examination or investigation made pursuant to Section 27-29-%

0y

and all information reported pursuant to paragraphs 1. and m.

subdivision (1) of subsection (b) of Section 27-29-3,

=ty
-

O

Section 27-29-4, Section 27-29-5, and Section 27-29-6.2 are

recognized by this state as being proprietary and containing

idential by law and

Fh
[

trade secreits, and shall be con

privileged, shall not be subject to any open records, freedom

th

ormation, sunshine or other public record disclosure

t=t
pots
o]

of

[y

laws, and shall not be subject to subpoena. The commissioner
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may use the documents, materials, and other information in the

[}

urtherance of any regulatory or legal action in the course of
the commissioner's official duties. The documents, materials,
and other information shall not be made public by the
commissioner or any other person without the prior written
consent of the insurer to which it pertains unless the
commissioner determines that the interests of policyholders,
shareholders, or the public will be served by the publication
thereof, in which event the commissioner may publish ali, or
any part thereof, in such manner as the commissioner may deem

appropriate. Prior to making this determination, the

would be affected thereby no less than 10 days' written notice

=ty

of the opportunity to request a hearing on the matter.

"(2) For purposes of the information reported and

provided to the commissioner pursuanit to subdivision (2) of

subsection (1) of Section 27-29-4, the commissioner shall

maintain the confidentiality of the group capital calculation

and group capital ratio produced within the calculation and

any group capital information received from an insurance

holding company supervised by the Federal Reserve Board or zany

U.S. group-wide supervisor.

"(3) For purposes of the information reported and

provided to the commissioner pursuant to subdivision (3) of

subsection (1) of Section 27-29-4, the commissioner shall
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maintain the confidentiality of the liguidity stress test

resulits and supporting disclosures and any liquidity stress

test information received from an insurance holding company

supervised by the Federal Reserve Board and any non-u.S.

group~wide supervisors.

"{b) Neither the commissioner nor any person who
received documents, materials, or other information while
acting under the authority of the commissioner or with whom
such documents, materials, or other information are shared

ted or required to

ot
(ws

pursuant to this chapter shall be permi
testify in any private civil action concerning any
confidential documents, materials, or information subject to
subsection (a).

"(c} In order to assist in the performance of the
commissioner's duties, the commissioner:

"(1) May share documents, materials, or other
information, including the confidential and privileged
documents, materials, or information subject to subsection

(a), including proprietary and trade secret documents and

materials, with other state, federal, and international

- a2 =

regulatory agencies, with the ¥etionmarAssociatior—of

:nbu.‘-augt' Cunulu‘_ao;u:zCLa N:“‘.IC, Wlth any thlrc—DaL’tv Consulta:\"{;s

designated by the commissioner to perform examination or

~ o~ 5
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actuarial

with state, federal, and internztional law enforcement
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es, including members of any supervisory college

[

authorit

described in Section 27-29-6.1, provided that the recipient

agrees in writing to maintain the confidentiality and

privileged status of the document, material, or other

information, and has verified in writing the legal authority

to maintain confidentiality.
"(2) Notwithstanding subdivision (1) above, may
share confidential and privileged documents, material, or

information reported pursuant to subsection (1) of Section

27-29-4 only with commissioners of states having statuces or

regulations substantially similar to subsection (a) and who

have agreed in writing not, to disclose such information.

"(3) May receive documents, materials, or

information, including otherwise confidential and privilieged

documents, materials, or information, including vroprietary

and trade secret information from the Feectomar—FSsscotarion~

:A;Dugau\,c Cunuu.‘;.‘:b.:.uuc.'.b NAIC aﬂd l‘CS afflllates and

b

subsidiaries and from regulatory and law enforcement offic
of other foreign or domestic jurisdictions, and shall
as confidential or privileged any document, material, or
information received with notice or the understanding that
is confidential or privileged under the laws of the

81

jurisdiction that is the source of the document, materi

’

information.
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"(4) Shall enter into written agreements with the

— a - : — - ~ : . o
NG L wiid L Doovea LG el v PRSI XwEiNe T S W WITE TSN T R SR WS B S SN NAIC anG anv

third-party consultant designated by the commissioner to

perform examination or actuarial functions governing sharing

and use of information provided pursuant to this chapter
consistent with this subsection that shall:

"a. Specify procedures and protocols regarding the

Jede

confidentiality and security of information shared with the

- - . o . - —~ . . 5 L
QL iwinidae AoowvowliduLavil v LI UL UG LVl o o o VnCT L O Adiid L wwo

rf it res—arssohsidtartes NAIC or a third-party consultant

designated by the commissioner pursuant to this chapter,

including procedures and protocols for sharing by ithe Nuttorme:

= - — e X = - . H 2 - — -
SO0oO0oVLLULLUVil Ui Dilousdilets CViIlLleT O o IVl O NAIC Wll_h OLher Sl_ate,

federal, or international regulators. The agreement shall

provide that the recipient agrees in writing to maintein the

confidentizlity and privileged status of the documents,

ied in wriging

®
[
[
h
[N

materials, or other information and has v

the legal authority to maintain the confidentiality.

"b. Specify that ownership of information shared

ar = - —~ .

s = L - - . .. . -
‘Hll.h L.he NG LVl Dooveaid ol wa TP uLdneT LwittiL Do VIt L O NAJ.C

or a third-varty consultant and its affiliates and

subsidiaries pursuant to this chapter remains with the

commissioner and the use of the information by the Netiorma:
s s e s Cuuuu;qo;u“c;_o NAIC or a third—Dart\"

consultant as designated bv the commissioner to verform

A",
Y
0
0
N
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examination or actuarial functions is subject to the direction

of the commissioner.

"c. Require at least 10 days' notice to be given to

T

an insurer whose confidential information in the possession of

t

. AT A - : e ~ - ~ . . -
the NG L L wiid s Soouveiduawil Wil sslowa v WAiitbilie oo L io L o NAJ.C or

third-party consultant designated by the commissioner pursuantc

to this chapter is subject to & request or subpoena to the

v ~

. ~ - . . -~ ~ . .
K vaiviicr AooVweaideowin v A0 ULCIICT CUNINE S0 o iaiC L 0 NAIC or a

third-party consulitant designated by the commissioner for

disclosure or production.

s -

"3 ' . e L ~ - . L
a. Requlre the d Laviide TMooww L LNl Wi Liilowae Gl e

~ . _ a4 b ooa .

. e L 2 +
LHUIA DDl VIIT L O Qi L Lo Al s LaedldelC o diidd Duamroitulide o0 NAIC Or a

third-partyv consultant designated by the commissioner to

perform examination or actuarial functions to consent ©oO

intervention by an insurer in any judicial or administrative

- S - ] = -

. . . . - L. .
actlion 1in Wthh Lhe NG Liavuidae Oooveadolunr v i AT

~ N - . +
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third-party consultant designated by the commissioner may be

required to disclose confidential information about the

L < -~

insurer shared with the FattermerT—assccoizticr—ofTrnsurance

~ ~ o~y e

. . s . \ 3 TR 13 .-
LANBIL DO L WIIT L O ditva L Lo CilidaaisxdeTO il DuU/OoLwuwiCLaTO NALC oY a

third-party consultant designated by the commissioner pursuant

to this chapter.

"e. Excluding documents, materials, or other

information reported pursuant to subdivision (3) of subsection
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{i) of Section 27-29-4, prohibit the NAIC or a third-party

consultant designated by the commissioner to perform

examination or actuarial functions from storing the

ormation shared pursuant to this chapter in a permanentc

inf
database aiter the underliving analysis is completed.

By

"f. For documents, materials, or other information

reported pursuant to subdivision (3) of subsection (1) kS

Section 27-29-4, in the case of an agreement involving a

third-party consulitant, provide for notification of the

the consultant to the applicable insurers.

)

dentity o

[

"(d) The sharing of information by the commissioner
pursuant to this chapter shall not constitute a delegation of
regulatory authority or rulemaking, and the commissioner is
solely responsible for the administration, execution, and
enforcement of this chapter.

"(e) No waiver of any applicable privilege or claim

confidentiality in the documents, materials, or information

Ft

o
shall occur as a result of disclosure to the commissioner

under this section or as a result of sharing as authorized in

]

subsection (c).
"(f) Documents, matericls, or other information in

the possession or conitrol of the FHatiornai—Assooiation—of

Iubu)__d'xx\,t Cunund‘.bba’.uuﬁ;b NAIC QY 4a thlrd—DartV CODSUltant

designated by the commissioner pursuant to this chapter shall

be confidential by law and privileged, shall not be subject to
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open records, freedom of information, sunshine or other public
records disclosure laws, shall not be subject to subpoena, and
shall not be subject to discovery or admissible in evidence in

any private civil action.

"{g) The group capital calculation and resulting

Iroup capital ratio reguired under subdivision (2) of

subsection (1) of Section 27-29-4 and the liguidity stress

test along with its results and supporting disclosures

reguired under subdivision (3) of subsection (i) of Section

27-29-4 are requlatory tools for assessing group risks and

capital adeguacy and agroup ligquidity r

[0

sks, respectively, and

are not intended as a means to rank insurers oOr insurance

holding company systems generally. Therefore, except as

otherwise mayv be required under the provisions of this

chapter, the making, publishing, disseminating, circulating,

or placing before the public, or causing directly or

indirectiy to be made, published, disseminated, circulated, or

placed before the vublic in a newspaper, magazine, or other

publication, or in the form of a notice, circular, pamphlet,

on scation, or

letter, or poster, or over anv radio or televis

any electronic means of communication available to the public,

or in any other way as an advertisement, announcement, Or

statement containing a represencation or statement with regard

pet-

to the group capital calculation, group capital ratio, the

liguidity stress test result, or supvoriting disclosures for
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the liguidity stress test of any insurer or any insurer group,

or of anv component derived in the calculation by any insurer,

broker, or other person engaged in any manner in the insurance

business would be misleading and is therefore vrohibited;

provided, however, that if any materially false statement with

respect to the group capital calculation, resulting qroup

capital ratio, an inappropriate comparison of any amount £o an

insurer's or insurance groun's group capital calculatcion or

(=]
[
!

resulting group capital ratio, igquidi

w0
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supporting disclosures for the liquidi

inappropriate comparison of any amount to an insurer's or

insurance group's liguidity stress test resuli or supporting

disclosures is published in anyv written publication and the

insurer is able to demonstrate ©o the commissioner with

substantial proof the falsity of such statement or the

inappropriateness, as the case may be, then the insurer may

publish announcements in a written publication if the sole

purpose of the announcement is to rebut the materially false

statement.

Section 3. Section 27-36A-20 of the Code of Alabama
1975, is amended to read as follows:

"§27-36A-20.

"(a) A company calculating reserves under this

section shall calculate reserves for croimery 1ife insurance,

£

accident and health insurance contracts, credit l1life
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contracts, group ilife contracts, annuities, or deposit-type

contracts in this state as if the policies were issued before

the operative date of the vaivesiommantat: Valuation Manual.

For policies issued on or after the operative date of the

~ EE

Vu;\da;..;.uli ;uduud’l Valuation Manual' st_y TN i ‘L,Q.A.L-L’_‘Y G“\.:L .;;z;c'_'.b’bu_

rzres applicable &ctuarial assumptions defined by the

veruatiomrmanue: Valuation Manual for met—premium reserves

snhzll be used. A company calculating reserves under this

» ~ - -

section shall comply with Sectiom 27+t ar—tnsoeas——cf

Section 27-36A-4(b) and meet—a>>, if it meets a2t least one of

~~ 4 "

the foirfewing conditions+ set forth in subdivisions (1) o

[

=

(2), may file a statement of exemption for individual iife

insurance policies and certificates, except for those policies

identified in subsection {(c) issued directly or assumed during

the current calendar vear that would otherwise be subiect to

Chapter 20 of the Valuation Manual, a statement of exempiion

is not reguired.

"{l) The company has less than three hundred million

dollars ($300,000,000) of ordimery—Iife exempiion premiumT

and, +2—=% if the company is a member of a group of that

e +mstrers insurance companies, the group

h

jot

includes other 1i

has combined crdinery—Tife exempiion premium of less than six

hundred million dollars ($600,0006,000).

. A s o~ N .

ot » b} . < 3
‘..1} ( ) o Lali i v L OC _ e ML Lwy VY L iz [=} DC\,\/;A\.ACZA_J'
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mamvas— The only new policies that would otherwise be subiject

to Chapter 20 of the Valuation Manual being issued or assumed

by the company are due to election of policy benefits or

features from existing policies valued under Appendix A and

Aopendix C of the Valuation Manual - and the company was

exempted from, or otherwise not subiject to, the requiremenis

of Chapter 20 of the Valuation Manual in the policy vear.

"(b) The exemption premium is determined under ths

Valuation Manual as follows:

"{1) The amount reporied in the prior calendar vear

life/health annual statement, Exhibit i, Part 1, Column 3

(Ordinary Life Insurance), line 20.1; plus

"{2) The portion of the amount in the prior calencar

vear life/health annual statement, Exhibit 1, Part 1, Column 3

[

(Ordinary Life Insurance), line 20.2 assumed from unaffiliated

companies; minus

"{3) The amount included in either (i) or (2) thatc

is associated with guaranteed issue insurance policies and/or

preneed life insurance policies; minus

"(4) The amount included in either a. or b. that

represents transfers of reserves in force as of the eifective

date of a reinsurance assumed transaction; plus

Page 50
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‘" (5) The amount of premium for individual life

certificates issued under a group life certificate which meets

the conditions defined in Chapter 20 of the Valuation Manual

and that are not included in either (i) or (2).

"(c) The following policies are excluded from the

Life Principal Based Reserving (PBR) Exemption:

"({1) Universal Life with Secondary Guarantee (ULSG)

policies.

"{2) Policies other than ULSG policies that contain

g rider with a secondary quarantee, in which the secondary

Ft
o}

quarantee does not meet the Veluation Manual definition o
{

nonmaterial secondary gquarantee.

"=+ (d) Each exemption or lack of exemption
pursuant to this section applies to policies issued or assumed
in the current year and to all future valuation dates for
those policies.
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"t (e) An Alabaﬁa domiciled COﬁpanv intending to

calculate reserves as descrlbed in this section must file a

atement with the éommissioner prior to July 1 of each year

st
certifying that these at least one of the conditions of

subdivisions (1) or (2) of subsection (a) is are met <or——Tth
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cre—pritor—frmancia—statements. The commissioner may reject

the statement prior to September 1 if the commissioner

specifically identifies risk in the affected policies that

requires a principle-based valuation and require the company

to comply with the vaiuwatiomrmanoes Valuation Manual

requirements.

"(£)  If a filed statement of exempiion is not

rejected by the commissioner, the filinag of subseguent

statements of exemption is not reguired if the companvy

continues to qualify for the exemption. Ongoing statements of

exemption for each new calendar vear shall not be deemed to be

rejected, unless both of the following apply:

"{1l) The company does not meet at least one

condition in subdivisions (1) or (2) of subsection (&).

"(2) The commissioner notifies the company prior to

September 1 that the statement of exemption is rejected.

"{g) If an ongoing statement of exemption is

atement of exemption for the current calendar

ct

rejected, the s

veay is deemed reijected and a new statement of exemption must

r

be filed and not rejected in order for the company ©0 exempt

additional policies.

"{h) The minimum reserve reqguirements for

iife
insurance, accident and health insurance contracis, credit

life contracts, group life contracts, annuities, or

Page 52
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deposit-type contracts issued on or after the operative dat

(¥

of the Valuation Manual for a company calcuvlating reserves

under this section are those pursuant to applicable

requirements in Appendix A and Appendix C of the Valuation

Manual using the mortality as defined in Section 3.C.1 of

Chapter 20 and Appendix M of the vValuation Manual.

"fer (i) & company that reports reserves using the
alternative valuation shall also be exempt from the
principle-based reserves corporate governance requirements,
certification of effectiveness of principle-based reserves
internal controls, and & principle-based reserves valuation
reportc."”

Section 4. This act éhall become effective

immediately following its passage and approval by the

Governor, or its otherwise becoming law.
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